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Abstract 
Existing empirical research suggests that the pre-entry knowledge and the entrepreneur’s prior social relationships will 
influence the new venture’s chances of survival and its future growth on the market. In the present paper we argue that pre-
start-up planning supports the entrepreneur with identification of necessary resources and infrastructure that help him 
achieve the business vision and goals. As such, the paper strives to develop a more meaningful content for the notion of 
social capital, by acknowledging the social capital structure and components in the acceptation of the most popular scholars 
in the research field. It also examines the social capital dimensions and sources of generation in the pre-entry stage of the 
entrepreneurial process, by reviewing the current state of art built around different researches conducted in the specialized 
literature. To support the entrepreneurial behaviour of creating social capital, the article is concluded with a discussion of 
the role of social capital in the pre-start up planning, as component of the pre-entry knowledge possessed by the 
entrepreneurs, such that the social capital becomes not only an enabler for achieving the breakeven point, but a driver for 
success and profitability. If the current state or art looks at the pre-entry knowledge as prerequisite for the wealth of an 
organization, this paper articulates the importance of social capital, as key component and contributor to the company’s 
success. 
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1. Introduction 
Planning, starting, running and driving to success a new venture represent a continuous challenge for the 
entrepreneur. This is the product of a cumulus of interdependent variables that any entrepreneur should 
consider, whenever envisioning to become the leader of a market, industry or country or simply remain 
competitive. 
In a knowledge driven society, where each competitive advantage can dictate the success or failure of a 
business, the entrepreneurs prioritize in their feasibility assessment the “smart infrastructure” components. In 
the acceptation of Smilor and Wakelin, 1990 this brings together three prerequisites: individuals’ knowledge, 
goodwill and intellectual property and the number of social networks. In other scholars’ perception, the 
resources required for successful new ventures are related to the classification into human capital, financial 
capital and social capital Hatch and Dyer 2004 or Cantener and  Stuetzer, 2010 or pre-entry knowledge and pre-
entry experience Paunescu, 2013. 
In order to support the current state of the art, according to which pre-entry knowledge is both a risk 
mitigation tool and a generator of opportunities and ideas, in the present paper we discuss the contribution that 
social capital has in the incipient stages of creating a start-up. The structure of the paper is designed in such a 
way to prove this. Firstly, we look into the elements that define the entrepreneurial behaviour in the prestart-up 
planning stage of the business. The second section of the paper serves to draft the concept of social capital and 
its dimensions, emphasizing the difference between relational, structural and cognitive social capital, in the 
acceptation of the most popular authors in the research field. The paper ends with a section of discussion and 
conclusions.  
2.  Opportunity recognition and pre-start-up planning  
In the acceptation of Shane and Venkataraman, 2000:218, entrepreneurship means the “how, by whom and 
with what effects opportunities to create future goods and services are discovered, evaluated and exploited”, but 
also “the study of sources of opportunities… and the set of individuals who discover, evaluate and exploit 
them”. Once the business opportunity is identified, the pre-start-up planning can begin. 
Entrepreneurship is perceived both as a necessary solution designed to sort out a disequilibrium existent on 
the market or industry and also as a mechanism which creates disequilibrium by introducing on the market a 
new product/service that changes the normal nature in which the things are done Piazza-Georgi, 2002. This 
equilibrium or disequilibrium represents the outcome of the business planning and the strategies implemented, 
regardless if these refer to product differentiation, cost superiority or partnership networks. To be successful, an 
entrepreneur will always need to conduct a very detailed research of the market, relying on his own expertise 
and on the one of people that is familiar with the market or industry.   
Pre-start-up planning represents the stage where the entrepreneur identifies the vision, goals and objectives 
and defines the tools and instruments to implement them, but also the resources to attract and utilize for 
achieving these visions Sexton and Bowman-Upton, 1991 cited in Paunescu, 2013:69. An effective pre-start-up 
planning will materialize later on, throughout the business life cycle, into faster and more effective decision 
making, by identifying the potential milestones and obstacles and by aligning the business functional objectives 
with the organizational goals. 
The pre-start up planning provides the context of gathering valuable data that eventually will lead to the 
decision of entering or not a particular market or industry. As highlighted in a previous article Paunescu, 2013, 
the pre-entry business planning includes collecting and analyzing data prior to the new business start-up and 
then using the knowledge gained to develop the unique business model and further the business plan itself. Out 
of the entire set of variables that influence the decision of supporting a start-up, the window of opportunity 
identified in an entrepreneurial activity represents the salt and pepper. Discovering and validating the right gap 
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in the market, the niche for a new product or the solution to solve people’s unmet needs or current issues 
represents that fundamental condition Ramos-Rodriguez et al., 2011 without which the birth of a new venture 
becomes impossible. 
The current specialized literature introduces various theoretical models for an entrepreneur to perceive and 
exploit the right opportunities, based on different influencing factors, such as: state of entrepreneurial alertness 
Kirzner, 1973; asymmetric information and prior knowledge Hayek, 1945 or Von Hippel, 1994 or Shane, 2003; 
social networks Arenius and De Clercq, 2005 or Baringer and Ireland, 2007; personality traits and type of 
opportunity. These theoretical frameworks can actually lead to differentiation in perceiving the right 
opportunities, as they depend on both the intellectual and social capital of the entrepreneur. Therefore, the focus 
in this article will lie on the asymmetric information and prior knowledge that play the role of competitive 
advantage through social capital component.  
In the same context, if the intellectual capital incorporates the individual’s skills and capabilities acquired 
from previous education and experience and personal characteristics, the social capital and the social networks 
possessed represent the main generator of information and resources for the business. In the same time, they are 
the ones that ensure external connections with the environment. Both intellectual and social capital are rooted 
in the pre-entry knowledge possessed by the entrepreneur and, if implemented correctly, they are materialized 
into significant competitive advantage upon launch on the market. Based on the interconnection between the 
required skills and type of capital generated, as highlighted in Fig. 1, the intellectual capital is the outcome of 
the combination between functional and resource management skills, while the social capital is generated by 
the relational skills rooted in the previous experience of the entrepreneur. 
Fig. 1. Entrepreneurship skills and pre-start-up planning 
In the following sections of the paper we shall focus only on social capital, by defining the concept and its 
influence on opportunity recognition, where the opportunity represents the key deliverable of a successful pre-
start-up business planning. 
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3. Research questions and approach
The research method used in the paper consists mainly of the literature review of some of the most popular 
articles studying the concept of social capital, published in relevant scientific journals in the last ten years 
(2002-2012). As such, eight international data bases have been researched as follows: Scopus, Science Direct, 
Sage, Emerald, Springer, Wiley Blackwell, Taylor&Francis and ProQuest (the search outcome for social 
capital for six out of the eight data bases is provided in Fig. 2). The selection of the articles was done based on 
different search criteria, considering key words, such as: pre-start-up planning, social capital, relational social 
capital, structural social capital and cognitive social capital, all of them being conducted in the Business 
Administration field. The most relevant articles selected for the purpose of this research were those including 
the above key search words in the title of the paper or in the title, abstract and keywords. 
Fig. 2. Search outcome for social capital 
Based on the search results, we observe that in spite of a significant pool containing writings about social 
capital, there is relatively lesser available information on the influence of social capital on the pre-start-up 
planning. Starting from this point we formulate the following research questions: a) What is the role that social 
capital is playing in the pre-start up planning, as component of the pre-entry knowledge possessed by the 
entrepreneurs and b) To what extend social capital influences the business success? As it will be highlighted in 
the coming sections of the paper, there is a consistent opinion formulated in the literature on the positive 
influence social capital has on the entrepreneurship in general and pre-start up stage in particular. 
4. Social capital in entrepreneurial organizations
Social capital is one of the most intriguing sources of capital that has been analyzed in literature in the past 
three decades and treated ever since as value added creator to the business and competitive advantage 
generator. Social capital is perceived as ‘‘the sum of the actual and potential resources embedded within, 
available through, and derived from the network of relationships possessed by an individual or social 
unit’’Nahapiet and Ghoshal, 1998:243. This definition emphasizes the role of social relationships in creation of 
social capital. Other researches take a broader perspective on the definition of social capital, to include the 
social norms and values associated with relationships e.g., Coleman, 1990 or Putnam, 1993. Still, other scholars 
argue the importance of trust, reciprocity, bridging and bonding the relationship ties. Therefore, social capital is 
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broadly described by researchers as an asset embedded in relationships of individuals, communities, networks 
or societies Burt, 1997 or Nahapiet and Ghoshal, 1998 orWalker, Kogut and Shan, 1997.  
In our view, social capital represents the sum of assets associated with one’s social networks. These are 
existent or potential assets and may take multiple forms, such as: information, knowledge, resources, skills, 
competences, capabilities, and support. The social networks, as sources of social capital creation, extend to 
include not only connections, interactions, cooperation and relationships among the actors, but also social 
norms and values such as trust and reciprocity (Fig. 3). 
Fig. 3. Social capital content and sources 
Social capital is to be created at the level of individual, organization, network, community or society. In 
general, researchers discuss about three dimensions of an individual’s social capital: structural, relational and 
cognitive capital (Granovetter, 1992; Nahapiet and Ghoshal, 1998; Zhao et al. 2011; Tsui et al., 1992). Based 
on the capabilities required at individual and group/organization level for achieving each of the dimensions, we 
considered an hierarchical approach, having as cornerstone the hard skills and tools, materialized into structural 
social capital and as top of the pyramid the soft skills and pool of values and  norms, translated into relational 
social capital (Fig. 4). The following paragraphs develop on the social capital content, respectively on each of 
its dimensions. 
Fig. 4. Social capital dimensions 
Structural social capital is defined as a sum of assets deriving from the structure of networks that are 
created among the members of a community, organization or society, having as cornerstone an efficient 
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cooperation. The structural dimension can also be present at individual level and it’s expressed as his or her 
ability to create bridges with the other actors within a common system of reference, principles, norms and 
values.  
The patterns of connections within a network of social relationships vary depending on its configuration 
(the type of interconnection that is being created, bonding versus bridging relationships), size (the number of 
people within a network or the number of networks that an individual interacts with), density (dense/ rare 
network), structural holes, existence (presence or absence) of ties between actors, type of connection created 
among the actors (strong ties versus weak ties), one’s position in the network, geographically dispersion, 
openness to civic engagement. The same variables that provide the pattern of connection created among 
networks are used as measurement instruments for determining the structural social capital. According to Burt 
(1992), the beneﬁts deriving from the structural dimension of social capital with respect to the information 
resulted are: access, timeliness, relevance, and referrals.  
When considering the three dimensions approached in this section, we see structural social capital as the 
foundation of the social capital pyramid, without which the concept could not exist. However, in order to 
benefit of the magnitude that the whole concept as sum of the three dimensions can exercise, we believe that 
the entrepreneurs and all the players in general should consider also the other two concepts, while assessing and 
implementing social capital. 
Cognitive social capital is defined as the cumulus of assets providing shared and common meanings, 
interpretations, behaviours, attitudes, beliefs, norms and values among actors, such as legitimacy, safety, 
reciprocity. Based on this definition, we can appoint as measurement instruments for cognitive capital the 
availability and commitment to collaborate in new projects, free knowledge exchange and diffusion among 
partners, committed support to manage different social issues.  
When considering the content component, Hazelton and Kennan, 2000 talk about four different sources: 
information exchange, problem identification, behaviour regulation and conflict management. Situated at the 
middle of pyramid, cognitive social capital is the dimension that positively prompts entrepreneurial culture 
among one’s social network, enables the sharing of previous experience and information among the members 
of a community, contributing to the pre-entry knowledge of a future entrepreneur. 
Relational social capital is composed of all those assets deriving from the nature, quality and strength of 
relations, that are built based on the same set of norms, values and principles through the cognitive dimension. 
Out of all the components of the relational dimension, trust is the most significant one, as it represents the pillar 
for any long term success and it positively impacts all the actors involved in the entrepreneurial activity: it’s the 
trust of the stakeholders in the vision and mission of the company, but also the trust of the management in the 
stakeholders to advocate externally for the company’s principles; it’s the trust of the shareholders to finance the 
company’s strategies, it’s the trust in the local governmental policies and regulations to protect the company’s 
best interests, it’s the trust in the employees to performance at their best and the trust of the employees to be 
recognized and rewarded for their results.  
Relational social capital is important for entrepreneurship because personal experience and the quality of 
past interactions can determine whom the entrepreneur is likely to approach and successfully engage with. 
Consequently, in our opinion the relational capital is vital as it determines whether the social capital will 
actually exist. It’s extremely important to know people, acting in different fields and areas of expertise, to 
exchange with them best practices, experience and learning and to provide access to free information or any 
other resources. However, all of these must be backboned by trust and a common set of beliefs and principles, 
in order for the partnership to be successful on the long term and for the influence of social capital to be 
positive during the entire life cycle of a business. 
The patterns of relational capital differ function of the tie strength (e.g., tie age, frequency of interactions, 
intensity of interactions, the extent of emotional attachment/ intimacy; Wellman et al., 2002, and the 
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trustworthiness and reciprocity of behaviours (e.g., frequency of reciprocal behaviours, relational trust and 
respect, goodwill, trusting and  reciprocal interactions, friendliness, trustfulness; Nahapiet and Ghoshal, 1998. 
Similarly as for the other dimensions, the instruments for measuring relational social capital are the same 
with patterns of social capital such as the age of the tie or duration of the ongoing relationship. As information 
benefits derived from relational capital Zhao et al., 2011, we can consider willingness to exchange employment 
and investment information, willingness to lend money, extent to which one can rely on family or friends 
support in difficult times, level of one’s trustworthiness in the eyes of family and friends. 
Another perception on social capital strongly connected with the three dimensions of structural, relational 
and cognitive is the one illustrated in the literature by Cohen and Prusak, 2001. They are looking at the 
following three dimensions: making connections, enabling trust and fostering cooperation. Making connection 
dimension is routed in the behaviours based on the similar set of values, shared norms and principles and 
results in strengthening the relationship between the members of the community. Enabling trust is related to the 
confidence in the leading organisms of a certain group, membership or society, while fostering cooperation 
enables the mutual support, interaction and collaboration among the members belonging to the same 
community, in favour of individualistic efforts.  
When considering the pre-start-up planning of the new ventures, out of the analyzed dimensions, 
individuals’ knowledge and experience and level of social capital significantly contribute to competitive 
advantage creation and long terms success. These two elements depend exclusively on the entrepreneur’s 
attitude and openness to the business environment Dencker et al, 2009. In this case, social capital incorporates 
not only the number of social networks considered by Smilor and Wakelin, 1990, but also the entire framework 
of the external environment where the entrepreneurs will develop and perform their activity. Strongly 
connected with this idea, the network theory perspective, states that social networks represent the source of 
critical innovation, innovative ideas and fundamental resources for starting a new business or company Larson 
and Starr, 1993. Regardless of the approach pursued, we can clearly state that the effectiveness of social capital 
can only be reached through simultaneous implementation of all three interdependent dimensions. 
5. Discussion and conclusions 
As exciting as it might seem, entrepreneurship has never been smooth, especially when the risks associated 
are high. A successful entrepreneur will always invest significant time in the pre-start up planning, in order to 
project a long term vision, aligned with the identified business opportunity and available resources. It is 
acknowledged that effective preparation and quality resources invested in this stage can materialize in a long 
terms competitive advantage and success and mitigate any potential issues. Therefore, out of all the variables 
that compose the pre-start-up planning, recognizing the right opportunity to meet people’s unsatisfied needs 
represents the milestone in the entrepreneurial activity. Once the opportunity is identified and necessary 
resources are allocated, the likelihood to develop a successful new venture is considerably higher.  
In the paper we argue that, in the pre-entry business planning stage, the entrepreneur should take advantage 
of his pre-entry knowledge rooted into the personal characteristics of the entrepreneur, the resources available 
and the knowledge about the business, market or industry Paunescu, 2013. The same pre-entry knowledge 
corresponds to the component of industry awareness present in Covin’s, 1991 studies. In order to take the right 
decision, the entire pool of external information available must be analyzed, starting from the assumption that 
the data existent is accurate and unbiased. This is actually where the component of social capital appears in the 
framework, as driver of competitive advantage and it’s reached through all its three components: structural, 
relational and cognitive. For a future business, the price of doing things right from the first time can be very 
convenient if the entrepreneur engages all the skills mentioned in the first part of this paper: functional skills, 
resource management skills and relational skills Paunescu, 2013. Leaving aside the objective capabilities that 
are exclusively based on the intellectual capability of the individuals and those that can be trained and 
567 Carmen Păunescu and Mihaela Raluca Badea /  Procedia Economics and Finance  15 ( 2014 )  560 – 568 
assimilated, the entrepreneur can bring added value, by engaging all the connections accumulated during 
previous activities for exchanging information and enabling interactions with mutual benefits, otherwise said 
by engaging the social capital. 
The literature analyzed proves a direct relationship between the level of social capital and the capability of 
recognizing a new business opportunity. The most important factors influencing the recognition of the 
opportunity is the size of the social capital, measured through relational, structural and cognitive social capital 
Rodriguez et all, 2011. Even if the intellectual capital wearing the footprint of the pre-entry knowledge has also 
been acknowledged as stimulator for ideas of business opportunity, we argue that social capital exerts its 
influence to a greater extent, turning into a real value added creator for those who possess it. Similar studies on 
the same topic support consistent outcomes, linking this positive relationship between opportunity recognition 
and social capital with the long term success of the new venture Ozgen and Baron, 2007 or De Carolis et al., 
2009.   
Different analyzes highlighted in the literature and studies conducted on existent entrepreneurial activities 
helped us conclude that social capital represents a positive prompter of opportunity recognition and later on of 
the new venture success. Compared to all the other elements that constitute the pre-entry knowledge of the 
entrepreneur, the social capital dimensions -structural, relational and cognitive- constitute the areas of influence 
on the degree of preparation and planning for the future new venture. However, we consider there are some 
limitations towards the tools and instruments that are used in order to measure the exact impact of social 
capital. This raises the need to design and build a mathematical model for determining the new venture success, 
based on social capital input variables. 
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